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In early March, member countries of the Inter-American Development Bank (IDB) tentatively struck
a deal whereby the US, Canada, and the Banks' 26 Latin American and Caribbean members will
transfer nearly 9% of their joint control in the institution to the IDB's 17 extra-regional members.
In exchange, the extra-regional countries will finance the lion's share of a planned 74% increase in
the Bank's capital. From March 9-10, a special committee from the IDB Board of Governors met in
Washington DC to discuss the terms for a major increase in the Bank's capital stock, the eighth such
replenishment since the IDB was founded in 1959.
Although the final details must still be worked out, the attending delegates agreed to grant extraregional members a significant expansion of their shares in the institution, substantially altering the
distribution of voting rights and representation on the IDB directorate. At present, Latin American
and Caribbean countries together control an absolute majority in the IDB, with a combined total
of 53.8% of shares. The US, however, is the single largest shareholder with 34.6%, followed by
Argentina and Brazil with 12% each, Mexico with 8%, Venezuela with 6.2%, and Canada with 4.4%.
The IDB's 17 extra-regional member countries together control only 7.2% of shares.
Under the new agreement, extra-regional members would gain an additional 8.8% of the
institution's stock, with their combined total increasing from 7.2% to 16% of the IDB's total shares
(see table). In addition, the number of permanent seats on the IDB directorate would be expanded
from 12 to 13, increasing the extra-regional members' representation from two to three. The majority
of shares transferred to extra-regional countries would go to Japan, whose control over total IDB
stock would increase from 1.08% at present to 5%. Moreover, Japan would permanently control
one of the three extra- regional directorate seats. Japan's hefty increase in participation in the Bank
reflects that country's efforts to expand investment and trade in Latin America.
The US is by far giving up the most shares of any single member country, since its stake in the IDB
will drop by nearly five percentage points, from 34.6% to 30%. Nevertheless, that country will still
be the single largest shareholder in the Bank. In contrast, on an individual basis, each of the 26
Latin American and Caribbean countries will only relinquish a small percentage of their shares,
since the total 3.8% control that the regional members will lose will be distributed proportionally
among member countries according to the amount of stock that each country holds. As a region,
however, Latin American and Caribbean nations are in effect giving up their majority control in
the IDB. According to Latin American representatives at the meeting in Washington, in practice
the changes are unlikely to alter the region's influence in IDB policy since Latin American and
Caribbean countries will still control half of the Bank's shares, and in general IDB policy is set on the
basis of consensus.
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"The IDB has never done anything without consensus, and in any case, we will still retain 50%
of shares, which means nothing can be done without our consent," said one Latin American
representative on the directorate. "Still, Latin America has now lowered its share to the minimum
acceptable. Fifty percent is the limit."
Latin American nations agreed to the restructuring in exchange for a huge 74% increase in IDB
resources, marking the largest capital replenishment in the Bank's history. Under the agreement, the
Bank's total capital will grow from US$23 billion at present to US$40 billion. That in turn will allow
the IDB to provide between US$6 billion and US$7 billion per year in loans and donations to Latin
American and Caribbean countries through the rest of the decade, representing a substantial jump
in the Bank's annual funding capacity. From 1990 to 1993, the IDB loaned a total of US$21.5 billion to
the region, or about US$5.4 billion per year. The agreements reached at the meeting in Washington
must still be finalized by the IDB directorate, and approved at the upcoming annual assembly of the
Board of Governors, to be held in Guadalajara, Mexico, from April 8-13.
But IDB spokespersons say that only technical details must still be worked out, and the accord has
already been accepted in principle by IDB members. "There are still a few problems to be ironed
out, but nothing that could disrupt the accord," said one high-level IDB spokesperson. Meanwhile,
the IDB directorate also tentatively approved a series of additional accords during the meeting in
Washington. The most important agreement is a commitment to redefine IDB lending policies to
assure that in the future at least 50% of the projects funded by the Bank plus an average of 40% of
the total value of loans per year are channelled into anti-poverty programs in the region, especially
the improvement of health and education services. The agreement reflects a general change
in policy among the multilateral lending agencies, since the World Bank and the International
Monetary Fund (IMF) also promised to do more to alleviate poverty during their annual assemblies
last year.
Nevertheless, IDB representatives say the armed uprising in the Mexican state of Chiapas in early
January accelerated efforts to increase spending for social programs. At a meeting of IDB governors
on Feb. 11 in Mexico, for example, the Bank directors agreed to allocate US$26.5 billion for antipoverty programs, although they did not specify the time frame in which the loans would be made.
"The Bank's directors all agreed that the events in Chiapas represent a warning to everybody that
social under- development not just in Mexico, but throughout the entire region cannot be ignored,"
said Muni Figueres, a high-level IDB spokesperson, after the meeting in February. "A much greater
level of resources must be channelled into social development programs."
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